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REPORT OF THE BOARD

FINDINGS AND ORDER

1. Headno Dataand Place: This matter came on for hearing belore the
Virginia Gas II Board (hereafter "Board") at 8:80 am. on July 18, 8888, at the
Southwest Higher Educagon Center, Campus of Virginia Highlands CommunityCoNege,, Virginia.



2. Aooearances: Timothy E. Scott of McKlnnls 4 Scolt, appeared for
the Appticbntj and Sharon M. 8. Pigeon, Assistant Attorney General, was present to
advise thb'Bolsrd.

tfndjs that it has jurtsdic5on over the subject matter. Based upon the evxtence
IAppticant, the Board also finds that the Applicant has (1) exercised due

ng a meaningful sech of reasonably available sources to
and whereabouts of each gas and oil owner, coal owner, or
poterNal owner, i.e., person iderIttftsd by Applicant as having
("Claimant ) the rights to ~ Methane Gas induding all

coals from the top of the Aily, induding but not limNed to Raven,
e, Timer, Upper Seaboard, Greasy Creek, Upper Horsspen,

ar Geek, Bectdey, Lower Horsepen, Pocahontas ¹9, Pocshontas
cahontas ¹1 and any unnamed coal seams and other associated

the Nore Coslbed Gas Field (hereslter "Subject Formations" ) in

nit underlying and comprised of Subject Lands; (2) represented it

parties so identNed (hersslter sometimes "person(s)" whether
, corpors6ons, parlnsrships assrxiations, companies, businesses,
or other legal entNes) entNed by Va. Code 45.1461 1

diligence ifI (xxxtuctt
determinel jheI identity
mineral o+s snd/or
("Owner" ) IjIr 'ng
Penn age
Jawbone, JswbonMiddle, W
¹3, ¹2, Po
fofmattces'I asthe~ U
has given, to those
referring toi ihtgj4dusls
trusts, join( jr~ tjtj . 9 and

inotice of the application Sed herein; and (3) that ths persons set forth45.1M1.22„to
in EdNNt 84
or Qabnsnhl

have been idenbfrsd by Appbcant as persons who may be Owners
Cosfbsd Methane Gas interests in Subject Formations in the Subject

not herstoliors agreed to lease or sell to the Applicant and/or
s inlsrssls. Confiicbng Gas Owners/Claimants in the Subject

on ExhNsft E. Further, the Board has caused notkxI of this
as Isqubsd by Va. Code tj 45.14B1.19.B.Whereupon, the

t the notices given herein satisfy all statutory requirements,
, and the minimum slandards of state due pltxxIss.

Drilling Un'wh have
votuntarmy pt)ol r Ga
DrtNng Unit js listed
hearing to be pjibbshed
Board hsnsby ~s tha
Board rule ilsments

3. iiurtsdiction and Nobce: Pursuant to Va. Code trtj 45.1-361.1 et Ntg.
the Boanj

I

presented by

4. Arrtendm ants: None

5. Dislnissals None

6. Nstjsf Rsausstsd. Applcant requests (1) that pursuant to Va. Code tj
the applicable portions of tj 45.1-361.21, the Board pool the

s in and to the Gas in the Subject Drilling Unit, including
and of the known and unknown persons named in Exhibit 84

45.1-361.22, ihci ng
rights, interests nd estate
those of the
hereto and th o
tnIstsss, ! arid succe
opersNon, indi plodu
DriNng Unit fo
Subject Lands

their known and unknown hess, executors, admInIstrators, devisees,~~

ssors, both immedlsls and remote, for the drlNng and
ction, of Coalbed Methane Gas produced f rom the Subject
r ths Subject Formations underlying and comprised of the
sometimes collectively identNed and referred to as "well



de ,and/or operation in the Subject DriHing Unit" ); and, (2) that the Board
designttte irt~ NNountaln Oil and Gas, lnc. as the Unit Operator.

RsNef Granted: The requested relief in this cause shall be and hereby
rsuant to Va. Code $ 45.1461.21.C.3,Pine ~attain Oil and

"Unit Operator or "Operator ) is designated as the Unit Operator
operale the Well in Subject DrHNng Unit at the locaNon depicted

hersHo as RxhtHN A, subject to the permit provisions contained in

1.27,Nj Ngg., to g 4 VAC 25-150 HN 898., Gas and OH Regulalkes;
fLt Ngg., Virginia Gas and Oil Board RegulaNons and to the Nore

Rules estabNshed by the Oil and Gas Conservabon Board's Order
, 1989; aN as amended from time to Nme; and (2) all the interests and

the Gas in Subject DrNNng Unit, including that of the Applicant, the Unit

known and unknown persons listed on Kabibtt S4,~hewto
hereof, and their known and unknown hiirs, executors, administralors,

, asrlgns and successors, both immsrgate and remote, be and hereby
I the Subject Formations in the Subject DrtNIng Unit underlying and

tHe Subject Lands.

is grantedian: (1) pu
Sae, Inc. (h
authorbard'to I and

the pbHH

4/<-m

entered M 28
estates In,aind who

Opertrtor 8r)d 4 the

devisees, 4@
are pooled i in

comprtsedidf

~rid to the Nore Coal Field Rules promulgated under the authority of Va.
Code t'I 45.1M1.20, the Board has adopted the foHowing melhod for the calurkrNon of
producNon,ahd Irevenue and aHocaNon cf allowabkr costs for the producNon of Coalbed
Methane Gaa.

For Frise INeH Gas. - Gas shaH be produced from and allocated to only the 48.84-
acre g unit in which the well is located acconNng to the undivided interests
of ertch /Claimant within the unit, which undivided interest shall be the ratio(, as a percentage) that the amount of mineral acreage within each
sepanjte that is wNhin the Subject DrNling Unit, when platted on the surface,
bsare g + total mineral acreage, when platted on the surfeos, contained within
the e '4L84eae drINIng unit in the manner set forth in the Nore Fierkf Rules.

8.
named i

opelatkrn
agreed to
narrakl may
wrNten notkxt
Unit Ope
of a copy
before the
slecNon
postmark
prepaid,

hhalcSceandElscNonPeriod: In the event any Owner or Claimant
hereto does not reach a voluntary agreement to share in the

coated in the Subject DrNNng Unit, at a rate of payment mutually
Owner or Claimant and the UnN Operator, %en such person

of ths opNons set forth in Paragraph 9 beow and must give
elecNon of the opNon selected under Paragraph 9 to the designated
address shown bskrw within thirty (30) days from the date of receipt

A timely elecNon shall be deemed to have been made if, on or
said 3May period, such electing person has delhrared his written
atsd Unit Operator at the address shown below or has duly

its written elecNon in first dass UnNed States maN, postage
the Unit Opener at the address shown below.



9. Electke Ootions:

9.1 Dagon 1 - To Partidnate In ths Wall Davelooment and Oaerahon of the
DrNNna Unit: Any Gas Owner or Claknant named in SxhSI 84 who does
hot reach a voluntary agreement wNh the Unit Operator may elect to
~pate in the Well Development and Operagon in the Subject DriNing

Iiinit (hereafter "Pafgcipating Operator" ) by agmeing to pay the eaNmate of
such ParNcipaNng OperatoVs proportionate part of the actual and

costs of the well Devebpment contemplated by this Onter for
s produced pursuant to the Nore Field Rules, induding a reasonable

~

~

fee, as more particularly set $wS in Virgktia Gas and Oil
Raguhtion 4 VAC 25-160-100 (herein 'Completed-Ite~duction

"). Further, a ParNcipating Operator agrees lo pay the esNmate of
ch Participadng Operator's proportionate part of the Complated4'or-

ctke Cost a s set forth below to the Unit 0 perspex w Nhin lbrty-five

( ) days from the laler of the dale of mailing or the date cf recording of
Q Order. The Completed-for-ProducNon Cost for the Subject Drilling
Uhit is as follows:

Completed-for+roducNon Costs: $371,084.00

AP
objsNn

arNcipating Operator's proportionate cost hereunder shall be the result
ed by muiNplying the Parbcipating Operator's "Interest in Unit" times

Completed-for-Producbon Cost set forth above. P rovtdad, however,
in the event a PartlclpaNng Operaior elects lo pardcipats and faNs or

ses to pay the esbmale cf hh Isoportionate part cf the Completed-for-
Ion Cost as set forth above, aN within the Nme set forth herein and
manner prescribed in Paragraph 8 of this Order, then such

paNng Operator shaN be d-—i~ to have eketsd not to perNcipate

Q to have elected compensation in lieu of parNcipaNon pursuant to
Qeaph 9.2 herein.

Product
in the
PaW

9.2 Gabon 2 - To Receive A Cash Bonus Consideration: In Neu of
Qrtlcipating in the WeN deveiopnxmt and operaNon ln the Subject DrlNing

~~U under Paragraph 9.1 above, any Gas Owner or Claimant named In
84 hereto who has not reached a voluntary agreement wNh the

nit Operaior may ehct to accept a cash bonus cons'deraticm of SOAK per
nlst jnineral acre owned by such person, commencing upon entry of this~ and conNnuing annuaNy untN commencement of poducNon from

~

~~

DrNNng Unit, and therealter a royalty of 1/8th of MNhs twelve and
If percent (12.5%)] of the net proceeds received by the Unit

r for the sale of the Gas produced from any WeN development and
n covered by this Order mulNpNed by that person's interest WNhin



Unit as set forlh in Exhibit 84 [for purposes of this Order, net proceeds
.shaN be achal proceeds received less post+roducNon costs incurred
,downsbeem of the weNheed, inducHng, but not IknHed to, gathering,
tcompresskxl, treaNng, transpoftatloll and merkeHng cosls, whether

rformed by Unit Operator or 8 third person) as fair, reasonable and
PquHable compensaNon to be paid to said Gas Owner or Qaknant. The
inibsl cash bonus shaN become due and awing when so elected and shall

AT tendered, paid or escrowed wNhin one hundred twenty (120) days of
(ecording of this Order. Thenwlhw, annual cash bonuses, if any, shall

due and owing on each anniversary of the date of recording of
is Order in the event producHon from Subject DrINing Unit has not

colTlmen cad, and once due, 8haN be tendered, pakl or
wHhin sixty (60) days of said anniversary date. Once the inHHTI

clash bonus and the annual cash bonuses, if any, are so paid or eecrTxaed,
8LTId payment(s) shaH be 885siaothn in fuH for the dght, I-~, and~ cf such ekTONng person in and to the Gas produced from Subject
F in the Subject Lands, except, however, for the 1iWh ToyaNes
d 8 hereunder.

~~

Io a Hnal legal determination of ownership, the election made
u er thkT Paragraph 9.2, when so made, shall be saNsfacHon in fuH for
thp right, interesbf, and daims of such ekTONng pTxson in any well

t and operaNon covered hereby and such ekTONng person
be d'earned lo have and hereby does assign its fight, interests, and

in and to HTe Gas produced from Subject Formabon in the Subject
ng Unit to the AppNcant.

el5$
Subject DTHHng Unit under ParagrafTh 9.1 above and in Neu of
cash bonus conskleraHon under Paragraph 9.2 above, any
or Claknant named in IxhNN 84 who has not reached a
reement wNh the Unit Operator may elect to share in the well

and operaNon in SubjtxX DrNing Unit on a carried bash (as 8
I Operator ) so that the proportionate part of the Compleled-

cHon Ccets hereby aNocable to such CankTd WeN OpersHOVs
charged against such Carried WeN OperaloVs share of

from SubjectbrHNng Unit. Such Carried WeN OperatoVs rights,
nd daims in and to the Gas in Subject DrNNng UnN shaH be

hereby are assigned to the UnH Oparalnr unNI the proceah
sale cf such Carried WeN OpeTIIOVs share of p Toducthn from

Dr@8Tg Unit (exduslve of any royalty, excess or burden reserved
assignment NTerecf or agreement relaNng thereh covering

) equals NTree hundred percent (300%) for a leased interest

Owner

9.3 QOIHTn 3 - To Share In The DatelcxxTTent And OoafaHon As A Non-
PalHcloaHna Person On A Carried 888HT And To Receive ConaktaaTHcn ln
lich Of Cash: In Neu of particlpaNng in the WeN dev xnent and



or two hundred percent (200%) for an unkissed Interest (whichever is
appgcabki) of s uch C arrled WeH 0perator's s hare of the C omplelad-for-
,Production Costs atkicabh tc the interest of such CaiAxl WeH Operalor.
When .the Unit Operator recoups and reccveie from such Carried Weg
ppenaler's assigned interest the amounts provided for abave, then, Hieti~ interest cf such Cental Weg Operator shaN 84euii~ revert
jutck to such Carried WeN Opaisaor, and fiom and ager such ieverslon,~ Canied WeN Qperelor shaN be treated as if it had pargelpaled ~
ifnder Paragraph 9.1 abave; and thereaher, such pa~~ parson shall
',Q chaiged wNh and shaN pay hki proportkmate part of aN futthar costs of
ikich well development and opeiagon.

~

~to final legal determination or ownership, the elacHon made under
is Paragraph 9.3,when so made, shall be sagsfacgon in I'uN tor the right,

, and claims of such ~person in any WeN development and
covered hereby and such ehcNng person shaN be deemed to

an hereby does assign his right, interests, and deice in and to the
produced fram ~ Fomiatkin in Nte Subject DrlNhg UnN to the

for tha period of Nme dudng whhh Ns irtterest ki canted as above
vided pitor to its ievemlon back to such ekicNng person.

10.
hereto ha
fails to elect
Order, on
quaHHes,
pfopoeed
subject Io
sagsHsc Non

conskieraNo
be deemed
Gas produ
Persons who
and tenne
end cams
Underlying

11. DkHb&k Bv Par43 ano Person. In the event a person named in KxINilt
nder Peiagrsiph 9.1,but faHs or refuses to pay, to secure the
irangement wNh the Unit Operator for the payment cf such

of the eeHmated Completed-for-Producgon Costs as set
Hme and in the manner as preaxlbed in this Order, than such
to have wNhdrawn his ehdhn to paNdpale and shaH be
accept as satisfaction in fuH for such person's dght, ~,

Gas the conslderaHon piovided in Paragraph 9.2 above for

84 elects to Q u
payment or to an a
person 8 peri
forth herein, aH in the
person shaH btl
deemed Io havel to
and claims in ehd the

FsguietoProeadv Hect In the event a person named in SxMN$ 4
nbt voluntary agmement with the Applicant or Unk ~~ and

tkne, in the manner, and in acaonlance wkh the terms of this
ives set forth in Paragraph 9 above for wIHch hh ~

shaN be 4 .~ to have ektctad not to pargcllktta in the
and ~~en in Sutijest DrNNng UnN and shaH be deemed,

determkiagsn of ownership, to have skewed to accept as
peieon's rtght, interests, «nd daims in and to the Ges the

Paragraph 9.2 above fer which Ne interest ~, and shall
and/or assigned his dgkt I ~~, and ckdms in and Io said

Subject Fo—-~i in Subject DrNNng Unit Io the UnN Operator.
skat skaH be deemed to have accepted Nte ~~~~n

«t Paragraph 9.2 in sagafasNon in fuH for Ihe right, ~,
person in and to the Gas pioduced from Subject Fonwagon



wtdch his lint(aest quagges depentHng on the excess burdens attached to such interest
Whereu+gany cash bonus coneideratkm due as a result of such deems@ elecgon
shaN be ~M, pakl or escmwad by Unit Operator wNhin one hundred twenty (120)
days ~IHI(t last day on which such daHsulgng p

—~i under thh Qatar should have
pakl Ms pert of such cost or shoukt have made smmsmc ~ arrangarnants
for the thereof. When such cash beaus conehfensgon is pakt or aestowed, it

shaN be ~~-i in full for the dght, s~~ and dabns of such pereort in end to the
Gas Subject DrHHng Unit in the Subject Lande ~ hensby, sacept,
however, r 1/9th royaiges whloh would become due pursuant te Fesasraph 9.2
hereof.

,r&aianmsntcf lnkuast: In the event a penton named in 84 is
voluntary agreamsnt to share in the WeN development and operagcn
Unk «t a Ala of payment agreed to~by saki Gas Owner or

UnN Operator, and stdd person Sects or faNe to elect to do other than
Paragraph 9.1 above in the WeN davehpment and oparagon in

Unk, then such person shaN be deemed to have and shaH have

Opener such person's Hght, interests, and cbtkns in and to saki
onaagons in Subject DdHktg Unit, and olher share In and to Gas

such person may be enHNed by reason of any olacgon or aaocawmd

in accordance wgh the provisions of this Ontar ysverrdng said

12
unatHe to a

parNclpeta
Subject
assigned
WeN, in

pteducgon
atecNon
elections.

13. ddt Greater /or Qaaratork Pine HHatattatn QN and ~ Ine. shall
be and deslgnalad as UnR Operalor authorized to drHI and operate the WeH(s)
in Subject s in ~ DrNNng Ur4, aN subject lo the pannR Pjovktkes
conan Code Ijtj 45.1481.27gj ggg.; Q 4 VAC 25-150 gj Ngg., Gas and Oil

RagukNon C 25-1MIHj ggg., VkgNa les and OH Board Aagtdagans; ON and
Gas Board (QGCS") Order ee 'ph'he Mora CoaNied Gas Rekl
Rules 28, 1999; aN as antended famt Hme to One, and aN elections
required shtdl be consnuntceted te Unit Operator in wrIHng at the ~~

Plea Notatlala CW aatt tNae, Inc.
498 HNass NNa Street
P. O. Set 219

%N $4R12
Phaae; (2Ntgj ~
Fate ~ON-'i%48
Attn: Phl t4attt

14. de ~~~antcf Qoeraticas: Unk Operator shaH corrsnencs or cause
to commence for the drHHng of the WeH within Subject DrNHng Unit wNhin

seven (730) days from the date cf this Order, and shaN prosecute the
same weal If the Unk Operator has not so comi~ «nd/or



15.
hemun
intweA
9.1 in the
on the
right of
the UnN

under the

s order shsN terminate, except for sny cash sums then payable
~ unless sooner terminated by Order of the Bowd, this Order shall

on the date on whhh the well covered by this Order is permanently
plugged. Htxsever, in the event an appeal is taken fiem thh Order,~ the fwng of the PeNNon for Appeal and the Final Order of the

exduded in calculating the two-year perhd ntfeisnoe hwwln.

Qaststor's LIen: Unit Operator, in addNhn to the other rights afforded
have s lien and a right af set alf on the Gas ~, dgfds, and

any person suttjsst herelo who sleds to partidpats under Ptasysph~Unit to the extent that costs incuned in the drNNng or opsrathn
DrNNng Unit are a charge ~such pwsan's Intwast. Such liens and

be separable as to each sepsntts person snd shaN remain Nens untN

dttNktg or operating the NeN(s) hss been pakl the fuN amounts due
this Order.

16. Elaorow Provisions: The hant resented to the
k

Appl rep Bawd that there are
dr unkcatabh dsknsnts in Subject DrNNng UnN whose payments are

s of Paragraph 16; snd, the Unit Operator has repnssented to the
are no conlNdktg dsimants in the Subject DrNNng UnN whose

to the provlshns of Paragraph 16.2hereof.

awmg
cannat be made because the person enNNed thwsto cannot be

or is unknown, then such cash bonus, royalty psytsent, or other
aN nat be ~i~~4ed wNh any funds of the Unit Oparshr snd,

to Va. Code tj 45.14B1.21.D,said sums shaN be ~~M by
Operator irtto the Escrow Account, comtnsndng wNhin one

(120) days of rectxding of this Order, and conNnuktg
on a monthly bash wNh each depoeN h be made, by use of s

format approved by the Inspedor, by a date which is no kttar than
days sNar the last day of the month behg reported sndfer for

nds sre bektg deposNad. Such fimds shaN be hekl for the
use of, and sole beneNt of the person enNNed thansh untN such

can be paid to such person(s) ar untN the Ewxaw Agent tegnqukthes
nds as required by law or pursuant to Onfer of the Board in

ce wNh Va. Code I 45.1481.21.D. Therekxe, by Nds Order, the
Agent nwned herein or sny successor named by the Bawd, is

o estabNsh an intens~esrtng escrow a ccount Ibr t he Sukjed
nit (harsh "Ewxaw Agent ), and to receive and account to the

pursuant to ils agtsement for the escnxved funds h~r
in ParagrsfNIs 16.1and 16.2:

O(d
kx)stsd

'ant
Unit

16.1 Ejxxow Provisions For Unknawn or Unkxxttsbia Persons: If any payment
cfl bonus, royalty payment or other payment due and 'nder this



Wachovla Bank
Corporate Trust PA 1328
123 South Broad Street
PhNadelphht, PA 19189-1199
Attenfisn: Rachel Rtdferty

Escrow Provisions For'Con@cfino Cbdmants: lf any payment of bonus,~payment, proceeds in axosss cf ongoing operegenal ~s, or
payment due and owing utuhrr this Otder cannot be made ~

person enNNed thereto cannot be made carlos dua to c
of ownership and/or a defect or cloud on the NNe, gran such cash

Us, myagy paynlent, pllocesds In excess of in~w ~wuiA18I
ses, or other payment, together wfih Pch~~~ Cr--~s

~

~

Costs pakf to the UnN Operseor pursuant to ~~ 9.1
, if any, (1) shaN not be comminghrl wfih any hnds of the Unit

, and (2) shafi, pursuant to Va. Code 55 45.1450,R2%.2, 46.1-
1.22%.3 and 45.1481.22.A.4, be daposfied by the Operalor into the

Hsceow Account wNhin ona hundred twenty (129)days of gte recording of~Order, and confinuhg Ihereafier on a monthly basis wgh each deposit
td be made by a dale which is no later gutn sbdy (80) days aller the test

the'Inonth being reported andfor for which funds are subject to
Such funds shafi be hekl for the exclusive use cf, and sole

of, the person anNNed thereto untN such funds can be paid to such
s) or untN the Escrow Agent regnqutstes such funds as requked by~or pursuant to Order of the Board.

Sstscbd Flndlnos: The Board spectficafiy and speclafiy finds:

kant is pine Settntaln ON and INas, Inc. AppNcant is duly'd and quafifisd to transact bu~ in the Co—~i~neeaNh of

Pine Ncaa&In OH and INae, Inc. has made a delegafion of
to Rne:NNe ~QI stqd Oaa, lnc. to exp@re, devehp and
the propsrges and assets of Applicant, ncw owned or hereafier

and fqrte NetttBaln CN aad INae, Inc. has —:==:~this
n of auttxxtty and agssed to sstpkxe, devebp and mehNatn those

and assate, and has consented io serve as Coagted NNsthane

O~~ for Subject Drfifing Unit and to fsNININy dlschatge the
dt4le imposed upon it as Unit Opeatlsr by statute and regLNagsns;

p(leant Pisa ~~a g and 1Nas, Inc. is an operator in the
nwealth of Vbgbtta, and has saNsflsd the Board's requirements for

tons in Virginia;



17A Appgcant Pine NNeuntaln OH encl Gae, Inc. daims ownership of gas
ileases, Coalbed Methane Gas leases, and/or coal leases represenNng
IHS.tl% percent of the oN and ges iii~~ims in and to Coalbed
Methane Gas and 188AN% percent of the coal intewSdahns in and to
CoeHxrd MeNrane Gas in Subject DrNNng Unit; and, Apptkxsnt daims ths

to exp@re for, devehp and produce Ceabed M- ~~ Gas from

bject FormaNons In Subject DINNng UnN in ~~—Ceurrty, VIrgbxa,
tvhich subject Lande are mare paitieulerty described in~A;

17.5l ~eslmated total production form Subject DrNNng Unit is 250 mmcf. The
amount of reserves from the Subject DrNNng Unit is 250 mmcf;

17.8', cnorth in KxhNN $4 is the name and last known addle cf each
or Claimant idenHNed by the AppHcant as having or claiming an

ln the Coeibed Melharle Gas ln Subject Ann~i In SubJect
Unit underlying and comprised of Subject Lands, whe has not, in

, leased to the AppNsant or the UnN Cr---~ or agreed to
nlarNy pool hbr Interests in Subjest 9rNNag U nN for Its d~i~ it.
i~of the Respondents lkrted in KxlNNt $4 comprtse 1 30%

of the oN end gas InterestsANabns in and to the CaaNwd NNethane

and 44sx% percent of the coal interests/dtdms in and te the CoaNxrd
Gas in Subject DrNNng Unit;

17.7, s tnddence setebNshed that the fair, reasonable and eqtatable
sadon to be paid to any person in lieu of the right to pargrxpate in

'

VANs are those opbons pwvtded in Paragraph 9 above;

17.8 i reNsf requesled and grarded is just and reasonabhr, is supporled by
evidence and wNI aHord each person Nstsd and named in

$4 herelo the opportunity to recover or reoehre, wtHxxrt
uri expense, such persort's just and ftdr share of the predacNon

SubJect Drt$ ng Unit. The ~ cf the APr'~~-, and reNaf
therein wNI ensure to the extent peseta the greatest tINNrxde

cf Coakred MeHrane Gas, prevent or assist in preventing the
types of waste pmhNrNed by statute and prsrbrct or asehrt in

tha conelative nghts cf aN persons in the subject ~~em
of supply In Hre Subject Lands. Therefore, the Board Is antenng
grendng the reNef herein set Nxth.

18. MaNjna ef Order And FiNna Of AINdavN: AppNcant or its Attorney shaN INe

an afNdavlt ada Secretary of the Board wNhin sbdy (80) days after the dale of
recording of W staNng that a true and correct oopy of saki Order was maNed
within seven (it) from the date of Ns receipt by Unit Operator to each fteependent
named in Rahu pooled by this Order and whose address is known.

10



19,'otasjeis~
AvaNablNtvof Unit Records: The Director shaN pmvtde aN persons

a lease with reasonable acoess to aff records for S~ DrNNng Unit

by the Unit Operator to said Direr andlor hts li~~<s).

21. ~: Appeals of this Dater are governed by the provisions of Va.
tr $5.M81.9which provides that any order or decision of the Board may be
the approprhte clrouN court.

22. ',65aeSva Date: This Onter shag be elscNve as of the date of the
Board's e~rst of this Appllcagon, which is set forth at Paragraph 1 above.

" EXECUTED this day of
a majorliy Vtrgbtia Gas and ON Board.

, 2twtlFby

Chalnnan, ~ft. 4fNghpter

C~ 0

by Order of

S. R. IVNe5n
Principal Executive To The Staff
Vsglnia Gas and ON Soled

11



STATE +4IRGINjA )
COUN~i& ~

Aknetstedged on this ~ day of~~,M personally
before a Inotary public in and for the Conrmonwealth of Virginia, appeared Srmny
Wampler, - 'uly sworn dki depose and say that he Is Chakrnan of the trrkgkria Gas
and ON that he executed the same and was aUthorirMrd to do so.

My comm4iek rarpires: /8-3i-Wr n

STATE QF QIIIWINIA )
COUNTY Ot ejASNINGTON

on Ns DM da of A~i~~
before me a pu

y „personally
bile in eel for Ihs Conimnwe~ fN ~,~ S. R.

dkl depose and say that he is Principal Exeoaltrar to the Statf
OII Board, that he executed the same and was ar

" ~ to do

Notary Pubs

.kwers yap42.ebm.ada]

12
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KNNIIT 04
' ARTIES WHO HAVE NT REAIWNI A VQLUNTARY

Aelaa'~ll'INIH

O3INIATGR
LOWNS IIAIa4IICWN INST 7$-Y
DOCKET NO. l%IIS4&IF'fS-1$8B

I a'RRtlR

GROSS
ACREAGE

T~
449$'~~ Drive
M <~>,TN 37814

Sea~ Oak

Unlsoead 1.39000000% 0.88000000

1.39000000% 0.88000000

Page 1 of 1



EXHIBIT E
LIST OP CONFLICTING OWNERS/CLANANTS THAT REQUIRE ESCROW

LOVERS GAP%2~ UNIT 78-Y
DOCKET NO. VGOB4I84718-1888

TRACT LESSOR
LEASE
STATUS

INTEREST
WITHIN
UNIT

GROSS
ACREAGE

IN UNIT

Trudy Stanley
4491 Woodhaven Drive
Morristown, TN 37814

Unleased 1.39000000% 0.68000000

Lloyd O. WOod and
Geraldine Wood
P.O. Box 8
Vansant, VA 24656

0.47000000% 0.23000000

Pine Mountain Oil and Gas, Inc.
Attn: Jeny Grantham
P. O. Box 2136
Ahtngdon, VA 24212

CBII Estate Onlv

Owner 1.39000000% 0.68000000

Pine Mountain Oil and Gas, inc.
Attn: Jerry Grantham
P. O. Box 2138
Abingdon, VA 24212

0.47000000% 0.23000000

TOTAL CBM tgAB ESTATE 1.860000M% 0.91000000

Wdf7-7''
VIRGINIA: In the Clerk's Office of the Cir it Court of Buchanan County. The foregoing instrumentwas this day presented in the ~pforesaid t ther with the certificate of acknowledament annexed,
admitted to record this ~ r day of
Deed Book No. A endXage No..

~2k'eturnedto: ~I'yt Itt~, TEST@@/Villi. sA.LRN~ ehepettt Clerk
d

tpnvnswont2costptnem~tpoesntt~ exei

Page 1 of 1



VIRGINIA:

07000070<

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANIT: Pine 8tountain Oil and Qas, Inc.

RELIEF SOUQHT POOLING OF INTERESTS IN A 4%$4
ACRE SQUARE DRILLING UNIT
DESCRIBED IN EXNSIT A HERETO
LOCATED IN THE NORMA COALBED
GAS FIELD AND SERVED BYWELL
No. Lovers Qa@4842hN Unit 78-Y
(herein "Sublect Drilling Unit" )
PURSUANT TO VA. CODE Q
45.1-361.21AND 45.1-381.22,FOR
THE PRODUCTION OF OCCLUDED
NATURAL GAS PRODUCED FROM

COALBEDS AND ROCK STRATA
ASSOCIATED THEREWITH (herein
"Coalbed MethwMr Gss" or "Gas")

VIRGINIA GAS
AND OIL BOARD

DOCKET NO.
VQCIS484718-1888

LEGAL DESCIRIPTION:

IN8 88ssiy Fttat Cerlreratton Tract
18'i,84 ac&Is» lnor or Ieas
HVO'IR CIVNRftANQLE
PAVO'IR QIWTRfCT

)
SUBJ T DRILLING UNIT SERVED BY WELL )
NU RED Lovers ~~Unit 78-Y (herein )
"W ), 0 BE DRILLED IN THE LOCATION )
DE CAD ON EXNQIT A HERETO, )

)

XNAN COUNTY, VIRQINIA
ct Lands" are more particularly described
A, attached hereto and made a parton

hers)of)

REPORT OF THE BOARD

FINDINGS AND ORDER

1. Hesrino Date snd Place: This matter came on for hearing before the
Virginia jrnd Oil Board (hereafler "Board") at 8:00 a.m. on July 18, 2008, at the
Southwest'a HIgher Educs0on Center, Campus of Virginia Highlands Community
CoNege, +n8don, Virginia.



2. Aooearances: Timothy E. Scott of llcKlnnis 8 Scott, appeared for
the Appticitnt, and Sharon M. 8. Pigeon, Assistant Atk~mey General, was present to
advise the id.

the Board finds
presented Q
diligence in

determine itfaj
mineral ovIsiQ
("Owner" ) br

that it has jurisdiction over the subject matter. Based upon the evidence
lAppticant, the Board also finds that the Applicant has (1) exercised due
bonducting a meaningful search of ieasonshty available sources to

identity and whereabouts of each gas and oil owner, coat owner, or
and/or potential owner, i.e., person identified by Applicant as having

Ctatrntng ("Claimant" ) the rights to Coaibed Methane Gas including all

coals from the top of the Aily, including but not limited to RPennsytv age
Jawbone R', J
Middle
¹3, P~injitis ¹2
formations

has given jiotjce to
referring tcI i ivid

trusts, ~ v tures
45.1-361.g2, not
in~~ hereto
or Ctatmarjts iof Co
Drltng Un'trho
voluntarily lpbIit the
Drttttng Unlit 4i)re list
headng to i bsI publ
Beard ~b)t find
Beard rute I+uinwnen

even,
awbone, Tiller, Upper Seaboaid, Greasy Creek, Upper Horsepen,
War Creek, Beckley, Lower Horsepen, Pocahontas ¹9, Pocahontas
, Pocahontas ¹1 and any unnamed coal seams and other amociated
as the Nore Coalbed Gas Field (hereafter "Subject Formations") in

Unit underlying and comprised of Subject Lands; (2) represented it

those paifies so identified (heieafter sometimes "person(s) whether
uals, corporations, partnerships associations, companies, businesses,

or other legal entitles) entitled by Va. Code tttt 45.1-361.19and
ice of the appticaUon Sled herein; and (3) that the persons set forth

have been identwed by Applicant as persons who may be Owners
albed Methane Gas interests in Subject Formations in the Subject

have not heretofore agreed to lease or sell to the Applicant a nd/or
ir Gas interests. Conflicting Gas Owners/Claimants in the Subject'd on Exhibit E. Further, the Board has caused notice of this
ished as iequired by Va. Code tj 45.1-361.19.B.Whereupon, the
s that the notices given herein satisfy all statutory requirements,

ts, and the minimum standards cf state due process.

4. Amendments: None

5. Dismissals: None

3. JlurisdictionandNobce: Pursuant to Va. Code j'ttt 45.1-361.1 et ~se .,

45.1-361.22, lnctuding the applicable portions of 5 45.1-361.21, the Board pool the
circa(ts and estates in and to the Gas in the Subject Dntting Unit, induding

/) ppttcant and of the known and unknown persons named in Exhibit 84
Iit of 6ieir known and unknown heirs, executors, administrators, devisees,

sIgns and successors, both immediate and remote, for the drimng and
uding pnxluction, of Coalbed Methane &as produced from the Subject

blished for the Subject Formations undedying and comprised of the
, (hereafter sometimes collectively identified and referred to as "well

rights, int
those of ttje
hereto anc( tfi
trustees, its
op8f8bM, i in@
Drling Unit
Subject Litind

6. Relief Reauested: Applicant requests (1) that pursuant to Va. Code if



Relief Granted: The requested relief in this cause shall be and hereby
ld: (1) pursuant to Va. Code 5 45.1-361.21.C.3,Pine Neuataln OH and

r "Unit Operator" or "Operator" ) is designated as the Unit Operator
nd operate the Well in Subject DriNng Unit at the ~ depicted

hereto as Kxhlbft A, subject to the permit provisions contained in

1.27, ej 88g., to Q 4 VAC 25-150 fLt 8fBI., Gas and 08 Regulations;

g egg., Virginia Gas and Oil Board Regula6ons and to the Nore
Rules established by the Oil and Gas Conservation Board's Order

h 26, 1869; all as amended from time to time; and (2) ail the I~ and
jmtj to the Gas in Subject Dnillng Unit, including that of the Applicant, the Unit

iof the known and unknown persons listed on~84,~hereto
hereof, and their known and unknown heirs, executors, administrators,
s, assigns and successors, both immediate and remote, be and hereby

the Subject Formabons in the Subject Drilling Unit underlying and
e Subject Lands.

7.
is granted'an
See, lbs. (~
authorlzedl te I drNI a
on the pled ~had
Va. Code 4$.1-36
to $ 4 VA $5-160

! Flekl

ia g
ih

of jh

developm8nt and/or operation in the Subject Drilling Unit" ); and, (2) that the Boardde~ Oft''s Iiiountain Oil and Gas, inc. as the Unit Operator.

Pure
Code $ 45I.1-
produc8orf a
Methane @as

nt to the Nore Coal Field Rules promulgated under the authority of Va.
1.20, the Board has adopted the following method for the calculation of

Hd revenue and alloca6on of allowable costs for the produc6on of Coalbed

EiscbonandElectionPeriod: In the event any Owner or Claimant
84 hereto does not reach a voluntary agreement to share in the

weil located in the Subject Dr8IIng Unit, at a rate of payment mutually
kl Gas Owner or Claimant and the Unit Operator, then such person

one of the options set forth in P~ph 9 below and must give
his election of the option selected under Paragraph 9 to the designated
the address shown below within thirty (30) days from the date of receipt
Onfer. A timely election shall be deemed to have been made if, on or

ay of said 30day period, such electing person has delivered his written
designated Unit Operator at the address shown below or has duly

placed its written elec6on in first class United States mail, postage
sed to the Unit Operalor at the address shown below.

named in l&NIR
operation bf I he

agreed to!by! sa
named ~ biect
written notjcslof
Unit 0~at
of a copy bf this
before thell+ d
elecgon td 8je
postm&fketi And

prepakf, ~

ForlFA Well Gas. - Gas shall be produced from and allocated to only the 48.84-
acr4 d(filing unit in which the well is located according to the undivided interests
of eiaoij Owner/Claimant within the unit, which undivided interest shall be the ratio

(~ as a percentage) that the amount of mineral ~ within each
tract that is within the Subject Drilling Unit, when platted on the surface,
the total mineral acreage, when platted on the surface, contained within

Ne lsr4re 48.~ere drilling unit in the manner set I'orth in the Nore Field Rules.



9. 'Election Ootions:

9.1 Gabon 1 - To PaNcinate In the Well Develomnent and Oceration of the
DNIInc Unit: Any Gas Owner or Claimant named in Kxftthtt $4 who does
not reach a voluntary agreement with the Unit Operator may elect to
paNcipate in the Well Development and Operation in the Subject DNilng
Unit (hereafter "PaNcipating Operator" ) by agreeing to pay the estimate of
such Participating Operator's propoNonats part of the actual and
reasonable costs of the well Development contemplated by this Order for
Gas produced pursuant to the Nora Fiekl Rules, including a reasonable
Isupervision fee, as more particularly set forth in Virginia Gas and Oil

Board RegukNon 4 VAC 25-160-100 (herein "Completed-for&roduction
Coats" ). Further, a Parbcipa5ng Operalor ~ to pay the esbmate of
such PaNcipating Operator's proportionate part of the Completed-for-
produchon Cost as set forth below to the Unit Operator within forty-five

(45) days from the later of the date of mailing or the date of recording of
this Order. The Completed-for-Production Cost for the Subject Drilling

Unit is as follows:

Completed-for-Production Costs: $371,084.00

A Participating Operator's proportionate cost hereunder shall be the result
Obtained by multiplying the PaNcipating Operator's "Interest in Unit" times
(he C ompleted-for-Productke C ost set forth a bove. P rovtdad, h owevsr,
that in the event a PaNcipattng Operalor elects to paNctpals and faNs or
tefuses to pay the estimate of his propoNonate part of the Completed-for-
Producthn Cost as set forth above, all wi&in the time set forth herein and
ih the manner prescribed in Paragraph 8 of this Order, then such
IaNctptNng Operator shall be deemed to have elected not to paNcipate
and to have elected compensathn in lieu of paNcipation pursuant to
II'aragraph 9.2 herein.

9.2 (lhNm 2 - To Receive A Cash Bonus Consideration: In lieu of
paNcipating in the WsN development and operagon in the Subject DNling

nit under Paragraph 9.1 above, any Gas Owner or Claimant named In
ihlt B4 hereto who has not reached a voluntary agreement with the

lllnit Operator may elect to accept a cash bonus consideration of 06.00 psr
rjet mineral acre owned by such person, commencing upon entry of this
Order and continuing annuaNy until commencement of production from
Subject Drilling Unit, and thereafter a royalty of 1/8th of 8/Sths (twelve and
dne-half percent (12.5I()] of dre net proceeds mceived by the Unit
operator for the sale of the Gas produced from any Well development and
dperation covered by this Order multiplied by that person's Interest Within



Unit as set forth in Exhibit 84 [for purposes af this Order, net proceeds
shafi be actual proceeds received less post~roducfion costs incuned
downstream of the weNhead, induding, but not limNed to, gathering,
compression, treafing, transportafion and markefing coats, whether
perf'oned by Unit Operalor or a third person] as fair, reasonable and
iequNabh compensation to be paid to said Gas Owner or Claknant. The
inNial cash bonus shall become due and owing when so elected and shall
',be tendered, paid or escrrxaed wNhin one hundred twenty (120) days of
wcordlng of this Order. Thereaiter, annual cash bonuses, if any, shall
ibecome due and owing on each anniversary of the date of recording of
this Order in the event productke from Subject Drlfiing Unit has not
ltheretofore commenced, and once due, shall be tendered, paid or
eecrovwxl within sixty (60) days of said anniversary date. Once the initial

icash bonus and the annual cash bonuses, if any, are so pakl or eecrowed,
sakt payment(s) shaH be safisfaction in full for the right, inhered, and
ichims of such elecfing person in and to the Gas produced from Subject
Formafion in the Subject Lands, except, however, for the 1/9th royaNies
due hereunder.

Subject to a final legal determination of ownership, the elecfion made
Under this Paragraph 9.2, when so made, shall be satisfacbon in full for
Nxr right, interests, and claims of such electing person in any well
development and operafion covered hereby and such elecfing person
Nhafi be deemed to have and hereby does assign its right, nterests, and

aims in and to the Gas produced from Subject Formation in the Subject
rfifing Unit to the AppHcant.

9.3 6n5en 3 - To Share In The Devehoment And Onerafion As A Non-
ISrfictoaNno Person On A Carried Saskr And To Receive Consideration In
ILhu Of Cash: In lieu of parNdpafing in the Well devebpment and
~Non of Subject Drilling Unit under Paragraph 9.1 above and in lieu of
~lvtng a cash bonus considerafion under Paragraph 9.2 above, any
Gas Owner or Claknant named in KxhNN B4 who has not reached a~ry agreement with the Unit Operator may elect to share in the well

development and operafion in Subject DrHling Unit on a carried basis {asa
Carried Well Operator" ) so that the proporfionate part cf the Completed-

r-Pnxlucfion Costs hereby aikrca5e to such Gamed Nell OperatoVs
i is charged against such Canted WeN OperaloA share of
producfion from Subject DrlNing Unit. Such Canted WeH OperatoVs rights,
Irleresh, and claims in and to the Gas in Subject DrtHing Unit shall be

deemed and hereby are assigned to the Unit Operator untN the proceeds
ftom the sale of such Canied WeH OperatoVs share of production from
Subject DriHing Unit (exdusive of any royalty, excess or burden reserved
in any lease, assignment thereof or agreement relafing therelo covering
such interest) equals three hundred percent (300%) for a leased interest



or'wo hundfed percent (200%) fof 8n unleased interest (whichever is
appgcable) of such Carried Well Operator's share of the Completed-for-
ProducHon Costs aNocable to the interest of such Canied WeH Operator.
When the Unit Operator recoups and recovers from such Carried Well
Operalor's assigned interest the amounts provkted Ior above, then, the
assigned irlt8f8st of sUch Canted W85 Operatof sh85 aUtofn85caHy revert
back to such Cawled WeH Operalor, and from and 858r such reversion,
such Carried WeN Operalor shall be treated as if it had par5ctpatad initially

under Paragraph 9.1 abave; and thereallar, such par5cipatlng person shall
be charged with and shaH pay his propor5onate part of aN further costs of
such well devehpment and opera5on.

Subject to final legal determina5on or ownership, the elec5on made under
this Paragraph 9.3,when so made, shall be 885sfac5on in full for the right,
interests, and daims of such ehscNng person in any WeN development and
ioper85on covered hereby and such ehclng person shaH be deemed to
;have an hereby does assign his right, interests, and claims in and to the
Gas produced from Subject Formation in the Subject DrNNng Unit to the
AppHcant for the period of time during which its interest is carried as above
provkled prof to its reversion back to such elec5ng person.

faHs to elsict WIth

Order, ~ of
in the time, in the manner, and in accordance with the terms of this

the alternatives set forth in Paragraph 9 above for wi5ch his inlerest
such person shall be deemed to have elected not to par5dpate in the
development and opef85on in Subject Driing Unit and shall be deemed,
Hnal legal determination of ownership, to have elected to accept as

fuH for such person's right, interests, and daims in and to the Gas the
Iprovided in Paragraph 9.2 above for which 58 interest quaHNes, and shall
have leased and/or asrHgned his right 'nlerests, and daims in and to said

from Subject Form85on in Subject Driing Unit to the Unit Operator.
to properly elect shaH be deemed to have accepted the compensa5on

rth herein at Paratiraph 9.2 in satlsfac5on in full for the dght, interests,
such person in and to the Gas produced from Subject Form85on
ct Lands.

10. FaHure to Prooerlv Elect: In the event a person named in Extttbit 84
hereto haa nest reached a voluntary agrteement with the Applicant or Unit Operalor and

pefsoll s pto
forth hereini alj
person shaN 68
deemed to jurue
and daims'in and

nate part of the 885mated Completed-for-Produc5on Costs as set
wNhin the time and in the manner as prescribed in this Order, then such

deemed to have withdrawn his election to par5cipate and shall be
ekrcted to accept as satisl'action in full for such person's right, interests,

to the Gas the consklerathn provided in Paragraph 9.2 above for

11. default Bv Par5OIO85no Person: In the event a person named in Exhibit
84 elects to Qr5cipate under Paragraph 9.1,but fails or refuses to pay, to secure the
payment ort toi make an arrangement wHh the Unit Operator for the payment of such



nt$ rset quaNNes depending on the excess burdens attached to such interest.
any cash bonus consideraNon due as a result of such deemed ektction

which his 'i

Whereupon,
l

shaN be
Gas u SutNect
however, any 1/8th

ns(essd, pakl or escrowed by Unit Operator wNhin one hundred twenty (120)
last day on which such defauNng person under this Offer should have

part of such cost or should have made saNsl'actory arrangements
. When such cash bonus considaraNon is pakl or esarowed, it

in full for the right, interests, and ciakns cf such person in and to the
DrINing Unit in the Subject Lands coven@ hanjrby, except,

royaiNes wINch woukl become due pursuant to Paragraph 9.2

12. Assionmant of Intwest: In the event a person named in ExhNN 14 is
unable to a voluntary agreement to share in the Well development and operation
in Subject l

Claimant ~,
pafNcipatel
Subject DtNNlg

aaaaaaa~+

Unit at a rate of payment agreed to mutually by saki Gas Owner or
the Unit Operator, and said person abets or falls to elect to do other than

elder Paragraph 9.1 above in the WeN development and operaNon in

Unit, then such person shall be deemed to have and shaN have
Unit Operalor such person's right, Interests, and dalms in and to said

Fomartkes in Subject DrNNng Unit, and other share in and to Gas
pmducNonl to lwhich such person may be enNNed by reason of any electke or deemed
ehcNon Are(mder in accordarce wNh the provisions of this Order governing said
electkxls.

13. Unit Ooerator for Ooeratork Pine INeuntaln ON and Gae, Inc. shall
be and her)rb is designated as Unit Operator authorized to drNI and ~the Well(s)
in Subjectl s in Subject DrNNng Unit, all subject to the permit provisions
contained ln Qa. Code 55 45.1-381.21foal NNN.; 55 4 VAC 25-150 Nt NNN., Gas and Oil
ReguhtNon; [$4 VAC 25-180 IN( NNN., Vkgtnht Gas and Oil Board ReguhtNons; Oil and
Gas Nhn Board (OGCB ) Order estabgshing the Nore ~ Gas Field
FbAee htarch 28, 1989; all as amended from Nme to time, and aN elecNons
required byl this Onfer shall be communicated to Unit Operator in wrINng at the address
shown btNdsr:

Pine INourttala ON and eaa, Inc.
40$ Weel Nels Sheet
P. O. mm 213$
AblngrIan, VA 34212
Phene: OPS)%4N1
Fax: (2') $2$-7248
Atln: PhN Horn

14. C'ommancement of Qoeratioas: Unit Openrior shall commence or cause
to c operaNons for the drming of the Well within Subject DrNNng Unit wNhin
seven thirty (730) days from the date of this Order, and shaN piosecLda the
same wNh,de dNgence. If the Unit Operator has not so commenced and/or



prosecutr(d, then
hereunder; rItherwI
expire at ':l2:00 p.m
abandoned plugged
then the bstwee
Circuit rt

this order shall terminate, except for any cash sums then payable
se, unless sooner terminated by Order of the Board, this Order shall
. on the date on which the well covered by this Order is permanently

However, in the event an appeal is taken from this Order,
n the fNing of the PetNon for Appeal and the Final Order of the

be exduded in osculating the twc-year period reference herein.

15. Ooerator's Lien: Unit Operator, in addNon to the other rights afforded
hereunde(, ~l have a lien and a right of set olf on the Gas estates, rights, and
'nterests by any person subject herelo who ekrds to partkxpate under Paragraph
9.1 in the 'riNing Unit to the extent that costs incurred in the drNing or operation
on the Su DrNing Unit are a charge against such person's interest. Such liens and
right cf shaN be separable as to each separate person and shall remain liens until

Ihe Unit r drNIing or operating the WeN(s) has been paid the full amounts due
under the tsfrjts cf this Order.

16. Escrow Provisions: The Appgcant represented to the Board that there are
no unknrxtrn or unkcatable claimants in Subject Drilling Unit whose payments are
subject lo the lprovisions of Paragraph 16; and, the Unit Operator has reprvrsentsd to the
Board that tftere are no conflicting daimants in the Subject DrtNng Unit whose
payments trreisubject to the proviskxrs of Paragraph 16.2hereof.

16.1 Escrow Provisions For Unknown or Uniocatabh Persons: if any payment
ef bonus, royalty payment or ogrer payment due and owing under this
ir)rder cannot be made because the person entitled thereto cannot be
Ibcatsd or is unknown, then such cash bonus, royalty payment, or other
payment shall not be comrningkrd wNr any funds of the Unit Operator and,
Ijursuant to Va. Code tj 45.1-361.21.D,said sums shall be deposNsd by
the Unit Operator into the Esoow Account, commencing wNhin one
hundred twenty (120) days of recording of this Order, and continuing
thereafter on a monthly baskr with each deposit to be made, by use of a
itrport format approved by the Inspector, by a date which is no laler than

(60) days afler the last day of the month Mng reported and/or for
Ich funds are being deposiled. Such funds shall be hekl for the

ekciusive use of, and sole benelit of the person entNed thereto untN such
fiends can be paid to such person(s) or until the Escrow Agent relinquishes
sIrch funds as required by Iaw or pursuant to Order of the Board in

ajxroldance with Va. Code tr 45.1-361.21.D.Therefore, by this Order, the
Escrow Agent named herein or any successor named by the Board, is
rsjquired to establish an interest4eanng escrow account for the Subject
DPINng Unit (herein "Escrow Agent" ), and to receive and account to the
B(xrrd pursuant to Ns agreement for the escrowed funds hereafter
d4seribed in Paragraphs 16.1and 16.2:



Wachovia Bank
Corporate Trust PA 1328
123 South Broad Street
Philadelphia, PA 19109-1199
AttenNon: Rachel Rafferty

Escnw Provisions For ConNictina Claimants: If any payment of bonus,
ioyaNy payment, proceeds in excess of ongoing operaNonal expenses, or
other payment due and awing under this Order cannot be made because
the person enNNed thereto cannot be made certain due to conNicNng

claims of ownership and/or a defect or cloud on tha tiNe, then such cash
bonus, royalty payment, proceeds in excess cf ongoing operaNonal
expenses, or other payment, together with ParticipaNng Openiitor's
Proportionate Costs pakl to the Unit Operator pursuant to Paragraph 9.1
'hereof, if any, (1) shall not be commingkxt with any funds of the Unit

Operator; and (2) shall, pursuant to Va. Code Q 45.1-361.22.A.2,45.1-
861.22%.3 and 45.1461.22.A.4, be deposited by the Operator into the
Escrow Account wNhin one hundred twenty (120) days of the recording of
thki Order, and continuing therealler on a monthly basis wNh each deposit
to be made by a date which is no later than sixty (60) days aller the last
day of the'lnonth being reported and/or for which funds are subject to
deposit. Such funds shall be hekl for the exclusive use of, and sole
beneNt of, the person enNNed thereto until such funds can be pakl to such
person(s) or until the Escrow Agent relinquishes such funds as required by
IIw QI'ursuant to Onlef of Nle Scant.

Soecial Findinas: The Board specificaNy and specially finds:

AppNcant is Pine Mountain Oil and Gas, Inc. Applicant is duly
authorized and qualified to transact business in the CommonweaNh of
Virginia;

Applicant Pine Mountain Oil and Gas, Inc. has made a delegation of
authority to Pine Mountain OII and Gas, Inc. to explore, develop and
maintain the properNes and assebs of AppNcant, now owned or hereafter
acquired, and Pine Mountain Oll and Gaa, Inc. has accepted this
delegation of authority and agreed to explore, develop and maintaki those
properties and assets, and has consented to serve as CoaNted Methane
Gas Unit Operator for Subject OrNNng Unit and to faNhfully discharge the
diiNes imposed upon it as Unit Operalor by statute and regulations;

Applicant Pine Mountain Oil and Gas, Inc. is an operator in the
CommonweaNh of Virginia, and has saNsfied the Board's requirements for
operaNons in Virginia;



17.4

17.5

17.8

17.7

17.8

Applicant Pine INountaln Oil and Gas, Inc. claims ownership of gas
leases, Coalbed Methane Gas leases, and/or coal leases representing
$8.81% percent of the oil and gas interest/claims in and to Coalbed
Methane Gas and 188.00% percent cf the coal interest/claims in and to
Coalbed Methane Gas in Subject DriHing Unit; and, Applicant claims the
right to explore for, develop and produce Coalbed Methane Gas from
Subject Formafions in Subject Drifiing Unit in Ks&aaan County, Virginia,
which Subject Lands are more particularly described in Exhibit A;

The estimated total producfion form Subject Drfiiing Unit is 280 mmcf. The
es5mated amount of reserves from the Subject Drilling Unit is 250 mmcf;

Set forth in Exhibit 84 is the name and last known address of each
,Owner or Claimant idenfified by the Applicant as having or claiming an
interest in the Coalbed Methane Gas in Subject Formation in Subject
'Drfiling Unit underlying and comprised of Subject Lands, who has not, in

writing, leased to the Applicant or the Unfi Operator or agreed to
voluntarily pool h is interests in Subject D dfiing U nit for i ts d eveiopment.
The interests of the Respondents listed in Exhibit $4 comprise 1.3$%
percent of the oil and gas interests/olaims in and to the Coalbed Methane
Gas and O:A% percent of the coal interests/claims in and to the Coalbed
Methane Gas in Subject Drilling Unit;

Applicant's evidence established that the fair, reasonable and equitable
qompensafion to be pakl to any person in lieu of the right to parficipate in

the Wells are those options pmvkied in Paragraph 9 above;

The relief requested and granted is just and reasonable, is supported by
Hubstanfial evidence and will afibni each person listed and named in

Exhibit B4 hereto the opportunity to recover or receive, wfihout
unnecessary expense, such person's just and fair share of the production
from Subject Drifiing Unit. The granfing of the Applicafion and relief
riequestsd therein wHI ensure to the extent possible the greatest uNmate
recovery of Coalbed Methane Gas, prevent or assist in prevenfing the
Venous types of waste prohibHed by statute and protect or assist in

protecting the conelafive rights of afi persons in the subject common
sources of supply in the Sub/ect Lands. Therefore, the Board is entering
an Order gran5ng the relief herein set forth.

18. Mailina of Order And FHino Of Affidavit: Applicant or its Attorney shall file
an affidavit wijh the Secretary of the Scant within sixty (80) days after the date of
recording of ttlis Order stating that a true and correct copy of said Order was mailed
within seven (7) days from the dale cf its receipt by Unit Operator to each Respondent
named in Efd5IN BQ pooled by this Order and whose address is known.

10



19. AvallabilitvofUnitRecords: The Director shall provide all persons
not subjebt to a lease with reasonable access to all records for Subject Dniiing Unit

which arel submitted by the Unit Operator to said Director and/or his Inspector(s).

20, Conclusion: Therefore, the requested relief and all terms and provisions
set forth ttbetre be and hereby are granted and IT IS SO OIIDKRED.

21. Aooeals: Appeals of this Order are governed by the provisions of Va.
Code Ann. $,:45.1-S61.9which provides that any order or decision of the Board may be
appealed to the appropriate circuit court.

22.,EIfecbve Date: This Order shall be effective as of the date of the
Board's agonal of this Application, which is set forth at Paragraph 1 above.

«C
DOhllE AND EXECUTED this ~ day of

a majority iof jhe Virginia Gas and Oil Board. d
, 200jFby

Chairman, ~R. Wpinphr

by Order of this Board.

K R. Wils5n
Principal Executive To The Staff
Virginia Gas and Oil Board

11



STATE OF VIRGINIA )
COUNTY OV ~~

Andwledged on this MS~ day of.Z~~Y, 2A personally
before me a notary public in and for the Commonwealth of Virginia, appeared Benny
Wampler,. 'be)ng duly sworn did depose and say that he is Chairman of the Virginia Gas
and OII Brletl, that he executed the same and was authorized to do so.

My commlssibn expires: /S.3i-Mr o

Notary Public

STATE Oil: VIRGINIA )
COUNTY DF WASHINGTON )

AcklnoWledged on this ~ day of. X~i~~z, 2004, personally
before ma a 'notary public in and for the Commonwealth of Virginia, appeared B. R.
Wilson, txttng duly sworn did depose and say that he is Principal Executhre to the Staff
of the Virglnhi Gas and Oil Board, that he executed the same and was authorized to do

My commissidn expires: '9'8~ D/

nod@Pooling.lovws ~2.ibm.cwderI

12
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EX~SW
PARTIES WHO HAVE NOT REA~ A VOLUNTARY AGRE~

WITH OPERATOR
LOVERS SAf442A:ISI UNIT 78-Y
DOCKET NO. VG684$47$8-1SN

TRACT
LEASE
STATUS

INTEREST
WITHINURN'ROSSACREAGE

IN UNIT

Tnfdy Sisnley
4491 Vifeedhsven Drive
Mdrrirdrrern, TN 37814

TOTAI. SAS ESTATE

Gaa Esfsfs Oahr

Unleseed 1.39000000%

1.39000000%

0.68000000

Psge1 of 1



EXHIIITE
LIST F CONFLICTING OWNERSCLAI$ ANTS THAT REQWRE ESCROW

LOVHtS GAIsM~ UNIT 7$-Y
DOCKET NO. VQO$ 4$4F1$-1$$$

TRACT
LEASE
STATUS

INTEREST
WITHIN
~UN

GROSS
ACREAGE

IN UNIT

TrudyiStatttey
4491 ltttoddhavtm Drive

Morrttitowh, TN 37814

Unleased 1.39000000% 0.68000000

Uoyd O. Nlood and
llWood

Vansttnt, 3A 24656

Leased 0.47000000% 0.23000000

'n Oil and Gas, inc.

+Grantham
2136
,:VA 24212

Pine tottgtts
Attn: Lt

P. O. $ott
Abtngtton

stain Oil and Gas, inc.
Grantham
136
A 24212

TOTAl 4N GAS ESTATE

CSgg Ebs Oahr

Owner 1.39000000% 0,68000000

0.47000000%

0.91000000

Deed Book No. yL and~age
Returned to: /AJ lyt Iyt ~

l

[Fnlmswontgootapinemou atootrtttreolins.~2.eso]

Mdtro-7W
VIRGINIA: In the Clerk's Office of the Cir it Court of Buchanan County. The foregoing instrument
was this day presented in the ttIfrtpPforesaid n t ether with the certificate of ttqttnowledgment annexed,
admitted to record this ~ r day of

No.
TEST~ Jl I A.~sr~ 4lntrsngt Cl k

if

Pa9e1of1



070003l61

VIRGINIA:

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: Pine Mountain OII and Gas, Inc.

RELIEF SOUGHT POOLING OF INTERESTS IN A 48.84
ACRE SQUARE DRILLING UNIT
DESCRIBED IN SXNSfT A HERETO
LOCATED IN 'THE N0RA COALBED
GAS FIELD AND SERVFD BYWELL
No. Lcwere Oa~SN Unit 78-Y
(herein "Subject Drllgng Unit" )
PURSUANT TO VA. CODE 55
45.1-361.21AND 45.1-361.22,FOR
THE PRODUCTION OF OCCLUDED
NATURAL GAS PRODUCED FROM

COALBEDS AND ROCK STRATA
ASSOCIATED THEREWITH (herein
"Coalbed Methane Gas" or "Gas")

VIRGINIA GAS
AND OIL BOARD

DOCKET NO.
V80$4LIF18-1888

LEGAL GhSCRIPTION:

SUBJI"=CT DRILLING UNIT SERVED BYWELL
NUMBERED Lovwa Qap4L'~ Urdt 78-Y (herein
'Wi O'I TO BE DRILLEKl IN THE LOCATION
DEPICTED ON EXHIOff A HERETO,
Sllii Fuel Corirerelen Tract'$4wweey lllere er lees
PI$ ER4QMÃCANOLE
I%It%St III%CT
49% COUNTY, VIRQNIA
( Subject Lands'nt more particularly described
on Slat A, attached herein and made a part

REPORT OF THE BOARD

FINDINGS AND ORDER

1. Heanna Date andPlace: This matter came on for hearing before the
Virginia Gtrs Itnd Oil Board (hereaher "Board") at $rgg a.m. on July 18, 2$8$, at the
Southwest, nia Higher Education Center, Campus of Virginia Highlands Community~,A~don, Virginia.



2. Aooearances: Timothy E. Scott of MeKlnnls 8 Scott, appeared for
the AppHtant; and Sharon M. S. Pigeon, Assistant Attorney General, was present to
advise ~ Board.

Jawbcee! Rider , Jawbone, TNer, Upper Seaboard, Greasy Creek, Upper Horsepen,
~

~

~

~

~

~

~, War Creek, Beckley, Lower Harsepen, Pocahontas ¹9, Pocahordas
¹2, Pocahontas ¹1 and any unnamed coal seems and other associated

as the Nore Coalbed Gas Field (hereaHer "Subject Formatiarur") in

rIing Unit underlying and comprised of Subject Lands; (2) represented it

neHce to those paNes so ideniIHed (hereailer someHmes "person(s)" whether
Ivlduals, cofpowllans, parlnershlps assoc4!IHons, companies, businesses,

vHmtures or other legal enHHes) enHHed by Va. Code gf 45.1-361.19and
naHae af the appllcaHon Hied he>eh; and (3) that the persons set forth

hereto have been klnHfied by Applicant as persons who may be Owners
af Caelbed Melhane Gas nterests in Subject Formatkes in Ihe Subject

have not hersHolore agreed to lease or seH to the AppHcant and/or
their Gas Interests. ConHls6ag Gas Owners/Qaimants in the Subject

re listed on Exhort E. Furlher, the Board has caused noHce af this
pubHshed as required by Va. Code $ 45.1481.19.B.Whereupon, the
Hnds that the noHcas given herein saHsfy aH statutory requirements,
kements, and the mlnknum standards of state due process.

45.1-38in~
or Cl
Driing
VtHtlllls~gg

hearing tol bs!
Board ~
Board rule i~

4. Amendments: None

5. QismkLsals: None

3. JurlsdiaHon and Notice: Pursuant to Va. Code Q 45.1461.1 et Heg.,
the Board fir(de that it has jurlscHOHan over the subject matter. Based upon the evidence
presented by Appgcant, the Board also finds that the Applicant has (1) exercised due
dlHgence in', conducting a meaningful search of reasonably avaHable sources Io
detemHne Iha identHy and whereabouts of each gas and oil owner, coal owner, or
mineral aiwnlsr and/or potenHal awner, i.e., person identlHed by Appgcant as having
("Owner")'r dalming ("Claimant" ) Ihe righbr to Coalbed Methane Gas Induding aH

Pennsytw)nba age coals from Ihe Iop af the Aily, including but not HmHed Io Raven,

ilncluding the applicable portens af 5 45.1481.21, the Board pool the
saeiesjs and estates in and to the Gas in the Subject DriHing Unit, including

nt and of the known and unknown persons named in ExfNN 84
af their known and unknown heirs, executors, admin'stratars, devisees,
s and successors, boih Immediate and remote, for the drHHng and

production, of Coalbed M elhane Gas produced from Ihe Subject
+ablkrhed for the Subject Formations underlying and comprised of the

, (hereafter sometimes coHeclvely identIHed and referred to as "well

45.1-361.22,
nghlaj
those cf ~
hereto and!
truetaw,
operaHon,
DrHHng Unit
Subject Lahds

6. IHeHef Reauested: Applicant requests (1) that pursuant to Va. Code g



7. ReNef Granted: The requeshsd reHef in this cause shaN be and hereby
is grsnte4
tHtire, tnsi
auth
dn the
Va.
to g

: (1) pursuant to Va. Code g 45.1-361.21.C.3,Pine NHcatnssln Ott and

( r "Unit Operator" or "Operator" ) is designated as the UnN Operator
orlasft ki drI and ~ the Well in Subject DNling Unit at the locsNon depicted~hereto as~A, ~ to the pennN pmvlslons contained in

.1.361.27,IHI 888., to Q 4 VAC 25-150 8t 88g., Gas and Oil RegLNstions;
5-160 NLt 88g., Vtrginbt Gas and Oil Board RsgutsNons and to the Nore
Field Rules ~hed by the ON and Gas ConservaNon Boant's Order
26, 1989; aH,as amended from time to Nme; snd (2) all the ~and

to the Gas in Subject DrHNng Unit, Including that of the AppHcant, the Unit

I of the Imown and unknown penons Hated on~$4, attached hereto
part hereof, and their known and unknown heirs, executors, adm~rs,~, assigns and successors, both knmedlate and remote, be and hereby
in the Subject Formations in the Subject DNling Unit underlying and
the Subject Lands.

Opersrtor la@and~s
deviseeeI tru

are ~g
t to the Nore Coal Field Rules promulgated under the authority of Va.

Mt.20, the Board has adopted the following method for the calculation of
revenue and aNocagon of alkwsble costs for the producbon of Coslbed

development and/or operaNon in the Subject DrHling Unit" ); and, (2) that the Board
deslgnstel Is8re NHeantatn Oil encl Qae, inc. as the Unit Operator.

Foi Fjsc WeH Gas. - Gas shall be produced from and alkcated to only the 48.84-
prNHng unit in which the well is located according to the undivided interests

of jsarjh Owner/Claimant wNhin the unit, which undMded interest shsN be the ratio
(erjp~ed ss a pertcenbiigs) that the amount of mineral ~ wNhki each

tract that is wNhln Ss Subject Drwlng Unit, when platted on the surface,
rsl to the total mineral acreage, when platted on the surface, contained wNhin

ttwj Srjtlrs 48.84ecm tlrwing unit in the manner set forth in the Nota Fkifd Rules.

the well located in the Subject DrHNng Unit, at a rate of payment mutua/ly
Gas Owner or Claimant and the Unit Operator, then such person
one of the opNons set forth in Paragraph 9 below and must give

his election of Nte option ~under Pa~ 9 to the dstNgnated
the~shown bekrw within thirty (30) days from the date of receipt

s Order. A timely elecNon shaH be deemed to have been made if, on or
day of said 3&day pertod, such ~person has dsNversd his written

designated Unit Operator at the address shown below or has duly
pkiiced its written election in Nrst class UnNed States msH, postage

Iressed to the Unit Operalor at the address shown beknv.

agreed td be sard
named nIay elect

before Nwji

postrnsrktwf land

6. ~andElscNonPeriod: In the event any Owner or Claimant
named irI 'HN hswto dose not reach a voluntary agreement to share in the
OperaNoni ofl



9. ElecNon Ootions:

9.1 Ootion 1 - To ParNcioate In the Well Develooment and Ooeration of the
DriNina Unit: Any Gas Owner or Claimant named in Exhibit B4 who does
not reach a voluntary agreement with the Unit Operator may elect to
parNcipate in the Well Development and Operation in the Subject Drilling

Unit (hereafter "PaiticipaNng Operator" ) by agreeing to pay the estimate of
such Participating Operator's proportionate part of the actual and
reasonabh costs of the well Development contemphted by this Order for
Gas produced pursuant to the Nore Field Rules, including a reasonable
supervision fee, as more particularly set forth in Virginia Gas and Oil
Board RegulaNon 4 VAC 25-160-100 (herein "Completed-for-Production
Costs" ). Further, a Participating Operator agrees to pay the estimate of
,such Participating Operator's proportionate part of the Completed-for-
Production Cost as set forth below to the Unit Operator within forty-five

(45) days from the later of the date of mailing or the date of recording of
this Order. The Completed-for-Production Cost for the Subject Drilling

Unit is as follows:

Completed-for-Production Costs: $371,084.00

A Participating Operator's proportionate cost hereunder shall be the result
obtained by multiplying the Participating Operator's "Interest in Unit" times
8ie Completed-for-PioducNon Cost set forth above. P iovided, however,
that in the event a Participating Operator elects to participate and fails or
refuses to pay the estimate of his proportionate part of the Completed-for-
Production Cost as set forth above, aN within the time set forth herein and
in the manner prescribed in Paragraph 8 of this Order, then such
Participating Operator shall be deemed to have elected not to participate
and to have elected compensation in lieu of participation pursuant to
paragraph 9.2 herein.

9.2 Ootion 2 - To Receive A Cash Bonus ConsideraNon: In lieu of
participating in the Well development and operation in the Subject Drilling
Unit under Paragraph 9.1 above, any Gas Owner or Claimant named In

Elxhlhit B4 hereto who has not reached a voluntary agreement with the
Unit Operator may elect to accept a cash bonus consideration of 85.00 per
net mineral acre owned by such person, commencing upon entry of this
Otder and continuing annually until commencement of production from
Subject DrNling Unit, and thereafter a royalty of 1/8th of 8/8ths [twelve and
one-half percent (12.5)i)] of the net proceeds received by the Unit
Operator for the sale of the Gas produced from any Well development and
operation covered by this Order muNiplied by that person's Interest Within



Unit as set forth in Exhibit 84 [for purposes of this Order, net proceeds
shall be actual proceeds received less post-production costs incurred
downstream of the wellhead, including, but not limited to, gathering,
compression, treating, transportation and marketing costs, whether
performed by Unit Operator or a third person] as fair, reasonable and
equitable compensation to be paid to said Gas Owner or Claimant. The
initial cash bonus shall become due and owing when so elected and shall
be tendered, paid or escrowed within one hundred twenty (120) days of
recording of this Order. Therealter, annual cash bonuses, if any, shall
become due and owing on each anniversary of the date of recording of
this Order in the event production from Subject DriNing Unit has not
theretofore commenced, and once due, shall be tendered, paid or
escrowed within sixty (60) days of said anniversary date. Once the initial

cash bonus and the annual cash bonuses, if any, are so paid or escrowed,
said payment(s) shall be satisfaction in full for the right, Interests, and
claims of such electing person in and to the Gas produced from Subject
Formation in the Subject Lands, except, however, for the 1/8th royalties
due hereunder.

Subject to a final legal determination of ownership, the election made
under this Paragraph 9.2, when so made, shall be satisfaction in full for
the right, interests, and claims of such electing person in any well
development and operation covered hereby and such elecbng person
4hafi be deemed to have and hereby does assign its right, interests, and

aims in and to the Gas produced from Subject Formation in the Subject
rifiing Unit to the Applicant.

9.3 (l)otion 3 - To Share In The Develooment And Ooeration As A Non-
Particioatina Person On A Carried Basis And To Receive Conslderafion In
Lieu Of Cash: In lieu of participating in the WeN development and
operation of Subject Drilling Unit under Paragraph 9.1 above and in lieu of
receiving a cash bonus considerafion under Paragraph 9.2 above, any
Gas Owner or Claimant named in Exhibit SN who has not reached a
voluntary agreement with the Unit Operator may elect to share in the well

development and operation in Subject Drilling Unit on a cerned basis (as a
"Cerned Well Operator" ) so that the proportionate part of the Completed-
for-Production Costs hereby allocable to such Carried Well Operator's
interest is charged against such Carried Well Operalor's share of
paxluction from Subject Drilling Unit. Such Carried Well Operator's rights,
interests, and claims in and to the Gas in Subject Drfiling Unit shall bed~ and hereby are assigned to the Unit Operator until the proceeds
from the sale of such Gamed Well OperatoVs share of production from
Sabject Drilling Unit (exclusive of any royalty, excess or burden reserved
in any lease, assignment thereof or agreement relating thereto covering
such interest) equals three hundred percent (300%) for a leased interest



or two hundred percent (200%) for an unleased interest (whichever is
applicable) of such C arried Weil 0 perator's s hare of the Completed-for-
Production Costs allocable to the interest of such Carried Well Operator.
When the Unit Operator recoups and recovers from such Carried Well
Operator's assigned interest the amounts provided for above, then, the
assigned interest of such Carried Well Operator shall automatically revert
back to such Carried Well Operator, and from and after such reversion,
such Carried Well Operator shall be treated as if it had participated initially

under Paragraph 9.1 above; and thereafter, such paNcipating person shall
be charged with and shall pay his propoifionate part of all further costs of
such well development and operation.

Subject to final legal determination or ownership, the election made under
this Paragraph 9.3,when so made, shall be satisfaction in full for the right,
interests, and claims of such electing person in any Well development and
operation covered hereby and such electing person shall be deemed to
have an hereby does assign his right, interests, and claims in and to the
Gas produced fnm Subject Formation in the Subject Drilling Unit to the
Appficant for the period of time during which its interest is carried as above
provided prior to its reversion back to such electing person.

10. FailuretoProoertvElect: In the event a person named in Exhibit B4
hereto has net reached a voluntary agreement with the Applicant or Unit Operator and
fails to elect Within the time, in the manner, and in accordance with the terms of this
Order, one of the alternatives set forth in Paragraph 9 above for which his interest
qualifies, then such person shall be deemed to have elected not to participate in the
proposed Weil development and operation in Subject Drilling Unit and shall be deemed,
subject to any final legal determinafion of ownership, to have elected to accept as
satsfaction in full for such person's right, interests, and claims in and to the Gas the
consideratibn iprovided in Paragraph 9.2 above for which its interest qualifies, and shall
be deemed to'have leased and/or assigned his right interests, and claims in and to said
Gas produced from Subject Formafion in Subject DrINing Unit to the Unit Operator.
Persons wilio fail to properly elect shall be deemed to have accepted the compensation
and terms Set forth herein at Paragraph 9.2 in satisfaction in full for the right, interests,
and claims of such person in and to the Gas produced from Subject Formafion
underlying Subject Lands.

11. Default Bv Parficioatino Person: In the event a person named in Exhibit
B4 elects to participate under Paragraph 9.1,but fails or refuses to pay, to secure the
payment or to make an arrangement with the Unit Operator for the payment of such
person's pioperfionate part of the estimated Completed-for-Production Costs as set
forth herein, all within the time and in the manner as prescribed in this Order, then such
person shall be deemed to have withdrawn his election to participate and shall be
deemed to have elected to accept as satisfacthn in full for such person's right, interests,
and claims in and to the Gas the consideration provided in Paragraph 9.2 above for



which his interest qualifies depending on the excess burdens attached to such interest.
Whereupon, any cash bonus consideration due as a result of such deemed election
shall be tendered, paid or escrowed by Unit Operator within one hundred twenty (120)
days after tfie last day on which such defaulting person under this Order should have
paid his 'ate part of such cost or should have made satisfactory arrangements
for the p nt thereof. When such cash bonus consideration is paid or escrowed, it

shall be SatiNxfion in full for the right, interests, and claims of such person in and to the
Gas underlying Subject Drilling Unit in the Subject Lands covered hereby, except,
however, for any 1/8th royalties which would become due pursuant to Paragraph 9.2
hereof.

12. Assionment of Interest: In the event a person named in Exhibit B4 is
unable to reach a voluntary agreement to share in the Well development and operation
in Subject Drilling Unit at a rate of payment agreed to mutually by said Gas Owner or
Claimant and the Unit Operator, and said person elects or fails to elect to do other than
participatti under Paragraph 9.1 above in the Well development and operation in

Subject Drilling Unit, then such person shall be deemed to have and shall have
assigned unto Unit Operator such person's right, interests, and claims in and to said
Well, in But)ject Formations in Subject Drilling Unit, and other share in and to Gas
production tiii which such person may be entitled by reason of any electhn or deemed
elec6on hertxinder in accordance with the provisions of this Oider governing said
elections.

13. Unit Ooerator for Ooerator): Pine Mountain OII and Gas, Inc. shall
be and hereby is designated as Unit Operator authorized to drill and operate the Well(s)
in Subjeqt Forrna6ons in Subject Drilling Unit, all subject to the permit provisions
contained in Va. Code Q 45.1-361.27yt gyes.; Q 4 VAC 25-150 g ~.,Gas and Oil
Regulatiohs; Q 4 VAC 25-160 g ~.,Virginia Gas and Oil Beard Regulathns; Oil and
Gas Conaeriiation Board ("OGCB") Order establishing the Nore Coalbed Gas Field
Rules entered March 26, 1989; all as amended from time to time, and all elections
required by this Order shall be communicated to Unit Operator in witting at the address
shown below:

Pine Mountain Oil and Gas, Inc.
406 West Main Street
P. O. Box 2136
Abingdon, VA 24212
Phone: (276) 628-9001
Fax: (276) 828-7246
Attn: Phil Hom

14. Commencementof Ooeratlons: Unit Operator shall commence or cause
to commence o perations for the dnlling of the Well within S ubject D rilling Unit within
seven huridW thirty (730) days from the date of this Order, and shall prosecute the
same with due diligence. If the Unit Operator has not so commenced and/or



prosecuted, then this order shall terminate, except for any cash sums then payable
hereunder; otherwise, unless sooner terminated by Order of the Board, tliis Order shall
expire at 12IOO p.m. on the date on which the well covered by this Order is permanently
abandoned and plugged. However, in the event an appeal is taken from this Order,
then the time between the filing of the Petition for Appeal and the Final Order of the
Circuit Court shall be excluded in calculating the two-year period reference herein.

15. Ooerator's Lien: Unit Operator, in addition to the other rights afforded
hereunder, shall have a lien and a right of set off on the Gas estates, rights, and
interests owned by any person subject hereto who elects to par6clpate under Paragraph
9.1 in thei Ribject Drilling Unit to the extent that costs incurred in the drilling or operation
on the Subject Drilling Unit are a charge against such person's interest. Such liens and
right of set off shall be separable as to each separate person and shall remain liens until

the Unit Operator drilling or operating the Well(s) has been paid the full amounts due
under the tehns of this Order.

16. Escrow Provisions: The Applicant represented to the Board that there are
no unknown or unlocatable claimants in Subject Drilling Unit whose payments are
subject to the provisions of Paragraph 16; and, the Unit Operator has represented to the
Board thN there are conflicNng claimants in the Subject Drilling Unit whose payments
are subjeot tc the provisions of Paragraph 16.2 hereof.

16.1 Escrow Provisions For Unknown or Unlocatable Persons: If any payment
of bonus, royalty payment or other payment due and owing under this
Order cannot be made because the person entl6ed thereto cannot be
located or is unknown, then such cash bonus, royalty payment, or other
payment shall not be comminghd with any funds of the Unit Operator and,
pursuant to Va. Code 5 45.1-361.21.D,said sums shall be deposited by
the Unit Operator into the Escrow Account, commencing within one
hundred twenty (120) days of recording of this Order, and continuing
thereafter on a monthly basis with each deposit to be made, by use of a
report format approved by the Inspector, by a date which is no later than
sixty (60) days after the last day of the month being reported and/or for
which funds are being deposited. Such funds shall be held for the
exclusive use of, and sole benefit of the person entitled thereto until such
funds can be paid to such person(s) or until the Escrow Agent relinquishes
such funds as required by law or pursuant to Order of the Board in

accordance with Va. Code 5 45.1-361.21.D.Therefore, by this Order, the
Escrow Agent named herein or any successor named by the Board, is
required to establish an interest-bearing escrow account for the Subject
Drilling Unit (herein "Escrow Agent" ), and to receive and account to the
Board pursuant to its agreement for the escrowed funds hereafter
described in Paragraphs 16.1 and 16.2:



Wachovia Bank, N.A.
VA 7515

P. O. Box 14061
Roanoke, VA 24038

Attention: Judy Barger

Escrow Provisions For Confiictina Claimants: lf any payment of bonus,
royalty payment, proceeds in excess of ongoing operational expenses, or
other payment due and owing under this Order cannot be made because
the person entitled thereto cannot be made certain due to conflicting
claims of ownership and/or a defect or cloud on the ttfie, then such cash
bonus, royalty payment, proceeds in excess of ongoing operafional
expenses, or other payment, together with Participating Operator's
Proportionate Costs paid to the Unit Operator pursuant to Paragraph 9.1
hereof, if any, (1) shall not be commingled with any funds of the Unit

Operator; and (2) shall, pursuant to Va. Code IIII 45.1-361.22.A.2,45.1-
361.22>.3 and 45.1-361.22.A.4, be deposited by the Operator into the
Escrow Account within one hundred twenty (120) days of the recording of
this Order, and continuing therealter on a monthly basis with each deposit
to be made by a date which is no later then sixty (60) days afier the last
day of the month being reported and/or for which funds are subject to
deposit. Such funds shall be held for the exclusive use of, and sole
benefit of, the person entitled thereto until such funds can be paid to such
person(s) or until the Escrow Agent relinquishes such funds as required by
law or pursuant to Order of the Board.

Soecial Findinas: The Board specifically and specially finds:

Applicant is Pine Mountain Oil and Gas, Inc. Applicant is duly
4uthorized and qualified to transact business in the Commonwealth of
Virginia;

Applicant Pine Mountain Oil and Gas, Inc. has made a delegation of
authority to Pine Mountain Oil and Gas, Inc. to explore, develop and
maintain the properties and assets of Applicant, now owned or hereafter
acquired, and Pine Mountain Oil and Gas, Inc. has accepted this
delegation of authority and agreed to explore, develop and maintain those
properties and assets, and has consented to serve as Coalbed Methane
Gas Unit Operator for Subject Drilling Unit and to faithfully discharge the
duties imposed upon it as Unit Operator by statute and regulafions;

Applicant Pine Mountain Oil and Gas, Inc. is an operator in the
Commonwealth of Virginia, and has satisfied the Boast's requirements for
operations in Virginia;



88.81% percent of the oN and gas interest/claims in and to Coalbed
Methane Gas and 100.00% percent of the coal interest/claims in and to
Coalbed Methane Gas in Subject Drilling Unit; and, AppNcant claims the
right to exphre for, devehp and produce Coalbed Methane Gas from
Subject Formaffons in Subject Drilling Unit in Suehaftan County, Virginia,
which Subject Lands are more parHcularly described in Kxhlblt A;

17.5 The esHmated total production form Subject DriINng Unit is 250 mmcf. The
estimated amount of reserves from the Subject DriHing Unit is 250 mmcf;

17.8 Set forth in Exhlblt 84 is the name and last known address of each
Owner or Claimant identiffed by the Applicant as having or claiming an
interest in the Coalbed Methane Gas in Subject Formaffon in Subject
DrHling Unit underlying and comprised of Subject Lands, who has not, in

wrtHng, leased to the Applicant or the Unit Operator or agreed to
voluntarily pool his inlerests in Subject Drilling Unit for its development.
The interests of the Respondents listed in XftfHrft B4 comprise 1.88%
percent of the oil and gas interests/claims in and to the Coafbed Methane
Gas and 00% percent of the coal interests/claims in and to the Coalbed
Methane Gas in Subject DriNing Unit;

17.7 Applicant's evidence estabHshed that the fair, reasonable and equitable
compensation to be paid to any person in lieu of the right to parHcipate in

the Wells are those opffons provkfed in Paragraph 9 above;

17.8 The relief requested and granted. is just and reasonable, is supported by
aubslantial evidence and wiH afford each person listed and named in

Njxhfbft B4 herelo the opportunity to recover or receive, without
tstnecessary expense, such person's just and fair share of the production
fern Subject DrlIng Unit. The granffng of the AppNcatfon and relief
requaaed therein wHI ensure to the extent possible the ~ uiffmate
recovery of Coalbed Methane Gas, prevent or assist in prevenffng the
various types of waste prohibited by statute and protect or assist in

protecting the correlative rights of all persons in the subject common
sfrunxe of supply in the Subject Lands. Therefore, the Board is entering
alt Order granting the relief herein set forth.

18. MaNno of Order And FIna Of Afffdavit: Applicant or its Attorney shall file
an affkfavtt with the Secretary of the Board within sixty (80) days after the date of
recording of'hfs Order staHng that a true and correct copy of said Order was maHed
within seven (7) days from the date of its receipt by Unit Operator to each Respondent
named in IhhfHjff 84 pooled by this Order and whose address is known.
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19. Availabilitv of Unit Records: The Director shall provide all persons
not subject to a lease with reasonable access to all records for Subject Drilling Unit

which are submitted by the Unit Operator to said Director and/or his Inspectors).

20. Condusion: Therefore, the requested relief and all terms and provisions
set forth above be and hereby are granted and IT IS SO ORDERED.

21. Aooeals: Appeals of this Order are governed by the provisions of Va.
Code Ann, $ 45.1-361.9which provides that any order or decision of the Board may be
appealed to the appropriate drcuit court.

22. ENsctlve Date: This Order shall be effective as of the date of the
Board's approval of this Application, which is set forth at Paragraph 1 above.

DONE AND EXECUTED this kj day of
sf

a majority of the Virginia Gas and Oil Board. U

Chalnnan,+stay MNamplar

Order of thiN Bbard.
/'.

R. Wilson
Principal Executive To The Staff
Virginia Gas and Oil Board

STATE OF VIRGINIA )
COUNTY OF WASHINGTON )..~~..„.~)~.„.g,
before me a: notary public in and for the Commonwealth of Virginia, appeared Benny
Wampler, being duly sworn did depose and say that he is Chairman of the VlqIlnla Gas
and Oil Board and B. R. Wilson, being duly sworn did depose and say that he is
Principal Executive to the Staff of the Virginia Gas and Oil Board that they executed the
same and was authorized to do so.

/~ .OD.in
Notary

Publid'74394

My commission expires: 09/30/09
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TRACT

EXHR~4
PAN%IS WHO HAVE NOT REACHED A VQLUNTARY AQRec~ilT

WFIH urmmsalOR
LQI%RS SAP~OSIS UNW 78%

DOCKET NQ. Vl~ V'tS 1ESE

Se >eha&T
WfA%I

Trudy y
uw

Maas~sa TN 37814

TOPI. QAS ESTATE

Qaa Ebs Qnhr

Unhesad

1.39000000%

0.68000000

0.68000000
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EXHIBIT'E

LIST OF CONFLICTING OWNERS/CLAIMANTS THAT REQUIRE ESCROW

LOVERS GAIsMNSN UNIT 78-Y
DOCKET NO. VGO8I4I84718-1888

TRACT LESSOR
LEASE
STATUS

INTEREST
WITHIN
UNIT

GROSS
ACREAGE

IN UNIT

Trudy Qntey
4491 Woodhaven Drive

Morrgrtawn, TN 37814

Unleased 1.39000000% 0.68000000

Lloyd O. Wood and
Geraldine Wood
P. O. Box 8
Vansant, VA 24656

TOTAL GAS ESTATE

0.47000000% 0.23000000

0.91000000

Pine Mountain Oil and Gas, inc.
Attn: Jeny Grantham
P. O. Bax 2136
htnnydon, VA 24212

Pine Mountain Oil and Gas, inc.
Attn: Jerry Grantham
P. O. Box 2136
Ablngdon, VA 24212

TOTAL CBM GAS ESTATE

CBM Estate Onlv

Owner 1.39000000%

0.47000000%

1.86000000%

0.68000000

0.23000000

0.91000000

VIRGINIA: In the Clerk's Office of the Circuit Court of Buchanan County. The foregoing instrument was this day presented in the offio

aforesaid and is, together with the certificate ofackowledgement annexed, admitted to record this~day f ~
2 ~O20~. InstrumentNo. 0 7ACVORI 6/
Returned nn IQ Mi A
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